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Discount Houses Set Serious 


Problem for Retailers 
By WILLIAM J. ROBERT 


Associate Professor of Business Administration, University of Oregon 


My study of the problem of the discount house has 
caused me to conclude that, if I were a retailer in the state 
of Oregon, I would be considerably worried about the 
growth and development of the discount house in the past 
few years as a type of business operation. I would also ob- 
serve that the discount house is somewhat like the weather ; 
to paraphrase Mark Twain: “Much has been spoken and 
written about it, but not a great deal has as yet been done 
about it.” Everyone is talking about the discount house, 
but few people are doing anything 
constructive in an effort to combat 
it. I am afraid that many retailers 
are adopting the attitude, “They 
can’t do this to me” or “It’s illegal, 
isn’t it?” With that thought, they 
promptly dismiss the problem from 
their minds. 
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Har Business 
By WELDON B. GIBSON 


Director, Economics Research Division, Stanford Research Institute 


In 26 states, the tourist trade is the third ranking 
economic activity as measured by income. Regionally, as 
an income producer, it is outranked in the Pacific North- 
west only by timber and agriculture. 

There are many forces influencing the rapid growth 
and increasing importance of the tourist industry. I would 
like to summarize these influences, and then turn to Pa- 
cific Northwest tourist activity, appraise its importance, 
and denote some of its characteristics and problems. 
Finally, I will venture a few sug- 
gestions for future action toward 
maintaining and _ increasing the 
tourist trade in the Pacific North- 
west. 

The impact of tourist expendi- 
tures is felt directly by the retail 
and service trades. Indirectly, its 


I think it is important that re- 
tailers realize that the discount 
house presents a real problem; they 
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influence is felt in the wholesale, 
manufacturing, and agricultural 
sectors of our economy. In many 


must realize that it will be. to some 
extent at least, their obligation to 
take some of the initiative in com- 
bating it. I think it is unrealistic 
for the retailer to adopt the atti- 
tude that the problem is really the 
problem of the manufacturer and the distributor, who 
should police the situation for the protection of the re- 
tailer. Certainly, the manufacturer is very much involved 
in the problem; but I firmly believe that, if anything is 
going to be done about it, the retailers themselves will 
have to do their part. 

I think we ought to realize, also, that the discount house 
is not new. In essence the discount house has been with 
us for a long period of time. It is simply the old philosophy 
of price competition taking a new form. 

In approaching this problem, it is helpful if we can 
formulate certain basic considerations about which we 
can almost say with certainty, “These things at least are 
true,” and try to reason on the basis of these factors which 
we will assume to be true. 


(1) I think we should realize that discount houses are 
a real threat to retailers. I say this, not merely to the re- 
tailers from the Portland area and the larger cities, but 
to those from the small towns as well, because these dis- 
count houses are springing up all over. 


(2) I think we can all agree that, whatever we may 
do to combat the discount house, we must remember that 
the needs and desires of the customers must be met. That 
is, we are going to have to do justice to our customers. 


(Continued on page 5) 
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areas, it is a leading source of em- 
ployment. Sales and gasoline taxes 
aid state and local governments, as 
do the real and personal property 
taxes paid by retailers. Rural areas 
benefit as the tourist passes 
through.’ The tourist is a potential new resident and a po- 
tential investor. This is particularly true for a young, grow- 
ing area such as the Pacific Northwest. Professor Ullman 
of the University of Washington has effectively pointed out 
the importance of climate, mountains, beaches, hunting, 
fishing, and other amenities to decision making regarding 
migration to a new area, plant location, etc.” 

The important forces affecting the growth of the tourist 
trade are those forces responsible for the changing nature 
of our national economy. They are: (1) increase in popu- 
lation, (2) westward migration, (3) changing composi- 
tion of population, (4) increased national and per capita 
income and productivity, and (5) transportation advances. 

Population forecasts are significant for the tourist 
trade. The population of the United States at the end of 
1953 stood at about 158 million persons. We estimate that 
by 1975 our population will reach about 212 million—an 
increase of about 52 million persons over 1953. These 
estimates mean that, between now and 1975, we will be 
(Continued on page 2) 





* An address delivered before the Pacific Northwest Trade Asso- 
ciation Conference, Vancouver, B.C., May 9, 1955. 

1 Kenneth Decker, The Tourist Trade in California, University of 
California, Bureau of Public Administration (1955). 

2 E. L. Ullman, “A New Force in Regional Growth,” Proceedings, 
Western Area Development Conference (Nov. 1954), p. 63. 
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adding each year between 2.5 and 3 million people to our 
population. 

Present estimates place the population of Oregon. Wash- 
ington, Idaho, and Montana at 7.8 million in 1975, as com- 
pared with 5.5 million now. This means an increase of 
115,000 people a year in the Pacific Northwest states. The 
population of Alberta, British Columbia, the Yukon, and 
Alaska is now 2.5 million and has been increasing at the 
annual rate of 55,000 during the past decade. In 1940 
California’s population was 6.9 million; in 1950 it was 
10.6 million. By 1960 California’s population will be an 
estimated 15 million and by 1975 it is expected to be 22 
million. This population growth is a significant factor in- 
fluencing the future growth of the tourist market potential. 

During the past ten years, population in the four North- 
west states of the United States has increased 35 per cent. 
For a long time, the West has added more people to its 
population by migration than by natural increase. Ap- 
proximately 18 per cent of the tourists in the Pacific North- 
west stay with relatives during part of their vacation. This 
reveals the strong effect of migrants on tourist activity here. 

There is great significance for the tourist industry in the 
changing composition of population. Not only will we 
have a much greater population by 1975, but it will be 
distributed differently among age groups. About 20 per 
cent of our people in the United States is now below 10 
years of age; the 1975 percentage will be lower. We now 
have around 15 per cent of our population in the 30-40 
year age bracket; the 1975 percentage will fall below 12 
per cent. On the other hand, our over-50 age group will 
go up from 22 to 25 per cent or more. We are growing 
older as a population as well as increasing in numbers; 
with the increasing number of retired persons, the tourist 
market will expand. 

United States national income data indicate that, be- 
tween 1929 and 1953, per capita income increased from 
$700 to $1,800 or 150 per cent.* Real income (disposable 
personal income) increased from $680 to $1,570 during 
the same period. With consumer prices averaging 59 per 
cent higher in 1953 than in 1929, real disposable income 
per capita thus increased about 45 per cent. Our predic- 
tions indicate that, by 1975, real disposable income in 
the West will probably increase by 80 per cent or more. 

Vacations have changed from one-week paid vacations 
to two-, three-, and even four-week paid vacations. Seventy- 








3U. S. Department of Commerce, Office of Business Economics, 
National Income (1954). 
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five per cent of the United States population takes va- 
cations. 

Improvements in automobiles and highways and the 
rapid development of air transportation have hastened 
the rise in tourist travel and have made the tourist extreme- 
ly flexible. Motor-vehicle registration in the United States 
in 1953 was about 56 million, of which over 80 per cent 
were passenger cars. In 1933 there were only 20 million 
passenger cars, or far less than half as many. The western 
states have the highest car ownership rate in the United 
States, with 83 per cent of families owning a car.* Accord- 
ing to the Automobile Association of America, 83 per cent 
of vacation trips are by automobile. 

During the last twenty years, we have witnessed a dy- 
namic growth in air transportation. One airline estimates 
that its tourist travel in the Pacific Northwest has increased 
40 per cent over the past year. Many transportation agen- 
cies have established installment credit vacation plans 
which encourage travelers. The “go now, pay later” air- 
lines plan is being used by many people who cannot afford 
to pay immediate cash for their travels. Trans World Air- 
lines estimates that 85 percent of the applicants for its 
travel plan would not have gone—at least not by air— 
if the plan were not available. 

The natural resources of the tourist industry are scenic 
beauty and good climate. In the Pacific Northwest, we 
find both of these resources in plentiful supply. A major 
advantage of the tourist industry is that these natural re- 
sources can be used without any threat of depletion, such 
as characterizes some of our other resource-based indus- 
tries—provided, of course, that proper safeguards for 
protecting scenic areas are established. 

The contrast of mountains and plains is a new type 
of scenery for many visitors to the Northwest. Mount Hood. 
Mount Rainier, Mount McKinley, and other peaks tower 
majestically in areas which are largely characterized by 
low flat terrain. The extensive wilderness areas in the na- 
tional parks and forests and the rugged scenery appeal to 
increasing numbers of vacationists. Favorable climate— 
cool summers and temperate winters—augment the region’s 
attractiveness. 

The Northwest's position as the “last frontier” of this 
part of the world gives it an additional tourist appeal. In 
Alaska the natural scenery (mountains, forests, glaciers. 
waterways) and scenic sights (towns, museums, gold mines 
and dredges, totem poles, natives and their habitat), the 
fishing, wildlife, friendliness, and the “frontier” atmos- 
phere all attract visitors. Of the tourists who visited Alaska 
during the summer of 1952, 71 per cent, when questioned 
on what they enjoyed most about Alaska, indicated the 
scenery.” 

National parks and monuments and state parks are very 
important tourist attractions in the Northwest. In 1954, 
the national parks and monuments in the four United 
States Northwest states drew 3.5 million guests, and state 
parks had an attendance of over 7 million. Many of these 
were in-state tourists; but in one park the out-of-state tour- 
ists were 78 per cent of the total. Park officials tell us that 





* Automobile Facts and Figures (Automobile Manufacturers 
Association, 1954). 

* William J. Stanton, Alaska Recreation Survey, Economic As- 
pects of Recreation in Alaska, Part 1, Vol. | (U. S. Department of 
Interior, National Park Service, 1953). 
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the pressure of increased numbers of tourists against exist- 
ing facilities is a grave problem. They say existing national 
parks and monuments, etc., especially the ones now un- 
derdeveloped, could accommodate a vastly larger number 
of visitors if there were an increase in facilities and per- 
sonnel. Without such an increase, overcrowding will limit 
the number of visitors and result in serious physical de- 
terioration of the parks themselves. 

Tourism is a billion-dollar business in the Pacific North- 
west. In the four United States Northwest states in 1952, 
tourism contributed 56 per cent as much income as agri- 
culture, which totaled $1.79 billion. Direct tourist income 
is greater than direct income from either crops or livestock 
in the Pacific Northwest. Indirect additions to income in- 
crease the tourist industry’s contributions, though this 
indirect influence is difficult to assess quantitatively. A 
multiplier of 2.5 is commonly applied to tourist expendi- 
tures to estimate their stimulative effect on consumption 
and income. If this multiplier is applied to Northwest tour- 
ist expenditures, the indication is that these dollars may 
produce $2.5 billion of income for the region. 

There are no regional data developed for the Pacific 
Northwest tourist industry. Here we must look to available 
state, provincial, and territorial data to produce estimates 
that describe the Pacific Northwest tourist industry. The 
problem is complicated by the fact that these data are 
not altogether comparable. Although our estimates must 
be qualified by this fact, the following are believed to be 
significant facts concerning the tourist industry of the 
region. 

How many customers are there? (1) About 9 million 
tourists make up the annual Pacific Northwest tourist 
market. (2) Two-thirds of these tourists, or 6 million, are 
“foreigners,” i.e., they do not reside in the Pacific North- 
west; they earn their livelihood elsewhere and bring “new” 
dollars into this region. (3) The remaining tourists are 
Pacific Northwesterners who select a Pacific Northwest 
state, territory, or province, other than their own, as a 
vacation spot. 

How much do they spend? There are about three peo- 
ple in the average tourist car, and each tourist’s expendi- 
ture averages from $5 to $6 per day. The expenditure of 
the Pacific Northwest’s 9 million annual tourists provide 
a partial basis for estimating the region’s annual tourist 
income. Their expenditures, when coupled with the ex- 
penditures of Pacific Northwest residents who stay in 
their own state, province, or territory for their vacations, 
approximate $1 billion. This income may be broken down 
as follows: (1) Expenditures in a Northwest state, prov- 
ince, or territory by tourists who do not reside where the 
expenditures were made total slightly less than $500 mil- 
lion. (2) Of this amount, $200 million is spent by touring 
Northwesterners and $300 million by nonresidents of the 
Pacific Northwest. (3) Annual vacation expenditures by 
Northwesterners in their own state, province, or territory 
are also an estimated $500 million. 


To summarize, $700 million is spent annually by North- 
westerners who vacation either in their own area of legal 
residence or in some other area in the Northwest while 
$300 million, or less than half the total, is spent by the 
6 million nonresident vacationers in the Pacific North- 
west. It is apparent that the Northwesterner is sold on the 
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Northwest as a vacation paradise.® Are we selling the 
Northwest to the nonresident as effectively ? 

We estimate that the pattern of total tourist expenditures 
in the Northwest for 1954 was as follows, based on the 
breakdown of the tourist dollar: 


Restaurants . Ege aN AAEM $290,000,000 
Transportation (gas, oil, tires, tickets, etc.) 210,000,000 
Hotels, motels, tourist homes _. 200,000,000 
Retail stores 180,000,000 
Theaters, etc. 70,000,000 
Miscellaneous purchases 50,000,000 


Where do the tourists come from? Although the visitors 
come from all parts of the world, about four out of ten 
are residents of the Northwest; in fact, two-thirds of the 
Northwest’s residents take vacations in their region—this 
is a higher percentage than in any other United States 
region. Of the remaining tourists, California probably con- 
tributes a number equal to that of all other states and 
provinces outside the Northwest. Other leading sources 
of Northwest tourists are Illinois, Minnesota, Texas, Michi- 
gan. Kansas, and North Dakota. 

Where they are going? A summary of state, province, 
and national-park data indicates that 75 per cent of the 
tourists in the Northwest have a Northwest destination. 
Another 15 per cent of the tourists interviewed stated that 
they had a California destination, and 10 per cent had no 
particular destination. 

How long are they staying? The length of stay by tour- 
ists is decreasing everywhere in the United States. This 
trend reflects the tourist’s desire to visit a maximum num- 
ber of places in a given time. This fact, coupled with a 
decreasing average daily expenditure, has resulted in some 
states reporting a decreasing annual tourist income even 
though the number of tourists has increased considerably. 
The average stay currently reported by states and provinces 
in the Northwest is about 4.5 days per tourist. Additional 
time spent by the Northwest tourist in states and provinces 
other than his destination raises his average length of 
stay in this region to about nine days. (The automobile 
traveler has to go through several states in order to get to 
and from his Northwest destination, and there are many 
tourists making a circle trip through the area to see out- 
standing scenic attractions.) Does this trend suggest a need 
for investment in facilities which will induce the tourist 
to lengthen his stay in your region? 

Keeping in mind the Pacific Northwest’s 9 million tour- 
ists and $1 billion annual expenditures, let us examine 
the records of competitive areas. 

Miami, Florida receives 5 million visitors annually who 
spend close to $1 billion. The average tourist stays slightly 
over 12 days, and his expenditure is $16 per day. 

The Hawaiian Tourist Bureau estimates that Hawaii 
had 100.000 tourists last year. The territory has expanded 
its accommodations by 43 per cent in anticipation of 
greater tourist traffic. Average tourist expenditures were 
an estimated $24 per day, while the average stay was 23 





6 Studies show that two states, Washington and Oregon, which do 
over 50 per cent of the Northwest tourist business, probably have a 
volume of in-state tourist business equal to their out-of-state busi- 
ness. The proportion of in-state business in states with smaller popu- 
lations is somewhat lower. These in-state estimates are based pri- 
marily on records of hotels and motels, and are conservative, since 
campers, trailer owners, and many week-end travelers are excluded. 
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days. United Airlines shows an increase of 22 per cent in 
passengers carried to and from Hawaii in 1954. 

Last year, 189,000 North American tourists traveled 
on the Pacific and spent $92 million. Of this, $50 million 
went to Hawaii, with Japan, Australia, and New Zealand 
following. The Pacific Area Travel Association foresees 
a 15 per cent increase in Pacific Ocean travel in 1955. 

United States citizens spent $972 million last year in 
Europe, plus another $183 million for air, rail, sea, or 
bus fares paid to foreign firms.‘ Europe attracts more vis- 
itors from the Middle Atlantic and Northeastern states 
than does the Pacific Northwest. 

Tourist activity is recognized both nationally and in- 
ternationally as a major source of income. Vast funds are 
being spent on promotion, advertising, and research. No 
area can depend solely on its natural beauty and climate 
to attract tourists. 

Today, competition for the tourist dollar is intense. 
There is much selling to be done to the potential tourist. 
The growth of suburban living has had a great impact 
upon the tourist dollar. Money formerly spent on vaca- 
tions may now go into consumer durables required by the 
expansion of suburban living. Capital investment in phy- 
sical facilities must be maintained at a proper rate. A tour- 
ist will come to an area if it is accessible and if the accom- 
modations are good. If there are attractions once he is 
there, he will stay. 

Various groups in the Pacific Northwest carry out ad- 
vertising and promotion for their specific areas. The Van- 
couver Tourist Association and the British Columbia Gov- 
ernment Travel Bureau are the representatives of the in- 
dustry in the province. In the Pacific Northwest states, the 
highway departments in Idaho, Montana, and Oregon 
handle tourist promotion and services; in Washington 
this is a function of the State Advertising Commission. 

At the present time in the United States, there are only 
three states which do not have official promotional agen- 
cies. One of these is California, but in that state two pri- 
vate agencies advertise, aggressively promote and study 
the tourist situation. A substantial portion of their funds 
comes from public sources. In Hawaii there is the Hawaii 
Tourist Bureau and the Hawaii Development Board. Alas- 
ka has its Alaska Visitors Association and Canada the 
Canadian Government Travel Bureau. 

Figures available concerning state tourist advertising 
in the United States indicate that, in 1953, 38 states spent 
$5,199,158: of this amount, Florida and Kentucky spent 
over $400,000 each. In 1954, $1,174,238 was spent for 
advertising and promotion by the Pacific Northwest.* 
The largest expenditures were made by Oregon ($353,910) 
and Washington ($334,267). 

Are our expenditures keeping pace with other competitive 
areas? Hawaii, for instance, spent $550,000 on advertis- 
ing and publicity in 1954; Mexico, $260,000; Cuba, $500.- 
000; and Bermuda, $850,000. The Florida State Ad- 
vertising Commission spent $550,000 on advertising for 
the state as a whole, and Miami spent $66,000 on its own 
area advertising. 

Available published material does not yield extensive 


7 New York Times, Apr. 10, 1955. 

8 State Area and Community Advertising and Promotional Ex- 
penditures (Curtis Publishing Co., 1954). The total does not include 
Yukon Territory expenditures. 
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information on the direction, timing, and intensity of the 
promotional effort in the Northwest. The aggressive efforts 
of the western Canadian provinces are, however, worthy 
of note. They have determined that continuity of adver- 
tising has a cumulative effect. They aggressively adver- 
tise in such publications as Highway Traveller, Holiday. 
National Geographic, Sunset, Time, and Travel Agent. 
They used newspaper space in eleven western states last 
year, they spent $10,000 in one-minute telecasts over two 
stations in Seattle, two in Los Angeles, three in San Fran- 
cisco, and one in Spokane; during April and May, it is 
estimated that the audience reached totals 5 million. Bill- 
boards which are set up in the Northwest are seen by an 
estimated 11 million. In an effort to encourage British 
Columbians to stay at home, spot announcements are used 


on 12 local stations. 


Tourist research is undertaken at Ottawa and Wash- 
ington, D.C., by states. counties and communities, terri- 
tories, provinces, private groups. bureaus of business re- 
search, and applied research organizations. In the Pa- 
cific Northwest, the bureaus of business research in the 
various colleges and universities have been very active 
in analyzing the tourist industry. Most of the research 
studies have been surveys to determine the number of 
tourists visiting a particular state. territory, park or 
other scenic area. No evaluation of the over-all importance 
of tourist trade to the Pacific Northwest has been dis- 
covered. With one exception, no over-all appraisal of its 
importance to individual political units in the Pacific 
Northwest has been found. The one exception is Professor 
William J. Stanton’s excellent study on the Alaska tourist 
industry undertaken for the National Park Service.® 

Such studies are available. however. on some of the 
competitive areas such as California and Tennessee. These 
studies have stressed the importance of the tourist activity 
to their areas and analyzed the “impact” of the industry on 
their respective economies in terms of income, employ- 
ment, investment. retail trade, etc. Noticeably lacking 
among the available studies are analyses of specific invest- 
ment opportunities. advertising effectiveness, and con- 
sumer motivation. 

Is sufficient research and long-range planning being 
done on the need for both public and private expansion of 
facilities? An over-all analyses of facilities in the North- 
west would reveal what is presently available and what is 
needed to accommodate the increasing numbers of visitors 
to the Northwest. It would provide a sound basis for future 
private and public planning and development. For example. 
surveys show that in the Pacific Northwest there is a large 
increase in camping. It is important for camping facilities 
to keep pace with the increase in visitors, since dissatis- 
faction can arise from overcrowded facilities and inade- 
quate service. Also, proper facilities will help to avoid phy- 
sical deterioration of national parks and other camping 
areas. 

Do you know how effectively each promotional dollar 
is spent? Is it being spent in the right place, at the right 
time, and in the right amount to attract more visitors. 
to encourage them to stay longer, to suggest to them that 
the Northwest should be their destination point rather than 
a “bridge” over which they pass while en route to com- 





" National Park Service, Alaska Recreation Survey, Economic 
Aspects of Recreation in Alaska, Part 1, Vol. I (1953). 
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petitive areas such as California and Hawaii? 

Will you maximize the return from each advertising 
dollar if spent in California—the source of 2 to 3 million 
annual tourists for the Northwest? Or should most funds 
be spent in the other 43 states, which in the aggregate fur- 
nish about an equal number of visitors? Which states 
should receive the greatest promotion? 

Is the importance of timing tourist advertising recog- 
nized? Research indicates that 45 per cent of the tourists 
plan their vacations lass than one month in advance. Is 
promotional effort being released at the optimum time in 
the areas of greatest market potential ? 

The motivations of tourists are worthy of analysis. What 
does your potential tourist want? Does he want camp- 
srounds? Beautiful scenery? If facilities are available. 
will he come to your area rather than go to Florida and 
other areas to spend $16 or more each day of his vacation? 

What can the Northwest do to make its tourist industry 
less seasonal? Approximately 80 per cent of Pacific North- 
west tourist business is concentrated in the period from 
May to October. Climatically, the industry is oriented to- 
ward attracting summer vacationers. This problem is 
being attacked by your region’s competitors. For example. 
motorists are doing more “off season” travel and many 
formerly seasonal locations are becoming year-round va- 
cation areas. The number of summer vacations in Florida 
grows every year. At the present time, Florida resorts are 
advertising heavily in order to retain the spring tourists 
and draw the tourist for the summer months. 

In closing, may I suggest the desirability for regional 
cooperation in maximizing the economic opportunities in 
your tourist industry? This suggestion is not made with 
the idea of less competition between states, provinces, and 
territories in carrying out tourist activities. Competition 
will be just as keen; but it is a fact that neither tourist 
attractions, tourist problems, nor tourist opportunities 
are confined to political boundaries. 

For example, the total volume of tourist business in 
states or provinces used as “bridges” by tourists en route 
to their destination points is probably as great as the vol- 
ume of trade in states and provinces which are “tourist 
terminals.” This indicates the desirability of regional coop- 
eration to get the tourist into the Pacific Northwest. 

There is some evidence of a regional cooperative ap- 
proach today. The Pacific Northwest Travel Association. 
composed of members from Oregon, Washington, Wyo- 
ming, Idaho, Montana, North Dakota, and the Province 
of Alberta, undertakes promotional activities on a region- 
wide basis. Recently, the British Columbia Government 
Travel Bureau, the Oregon Highway Department, and the 
Washington State Advertising Commission joined to place 
an advertisement in Holiday which expressed a Pacific 
Northwest theme. 

This need for regional cooperation goes further than 
merely trying to attract more tourists to the region. It 
includes cooperative efforts in improving roads, accom- 
modations, and service available to or required by your 
annual visitors. If the tourist finds poor roads, poor ac- 
commodations, if he has trouble finding good restaurants, 
then your chance of getting him back is greatly reduced. 
Your best advertising is done by satisfied visitors who want 
to return to your region and who tell their friends about 
their vacation experiences in your region. 
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Discount Houses Set Serious 
Problem for Retailers 


(Continued from page 1) 


(3) I think we may assume that we must not impair 
fair competition. Presumably, fair competition has been 
and will be the keystone of our retailing efforts, and we 
must not, above all, impair what may be properly termed 
fair competition. As a corollary to that, I think we can 
also say that unfair trade practices must be curbed. We 
must do something about unfair competition and about 
the unfair practices of some merchants. What that may 
be, I do not exactly know. Whether or not the present 
fair-trade laws satisfactorily serve that purpose is some- 
thing about which we must inquire. 


(4) Lastly, I would say that we can certainly assume 
from past practice that legislation does not offer the com- 
plete answer. You cannot legislate people into being fair 
competitors; lawmakers will not be able to do the whole job 
of solving the problem for the retailers. 


Based upon these premises, let us next estimate to what 
extent the discount-house operation is effecting our re- 
tailing concerns. It has been estimated that there are now 
10.000 discount houses in the United States, and it is fair to 
assume that the number is rapidly increasing. 


While it is difficult to determine exactly the volume of 
business of the discount houses, it has been estimated. 
for the year 1954, in excess of $5 billion. The National 
Retail Dry Goods Association estimates that 95 per cent 
of all electrical appliances sold in New York are sold at a 
discount. Not all of these appliances are sold in discount 
houses, but 95 per cent of them are sold at a discount. It 
has been estimated that discounters sell 55 to 70 per cent 
of all major appliances in Los Angeles. One authority. 
on the other hand, estimates the total annual volume of 
discount houses at not over $250 million, but he also 
estimates that $25 billion of retail business is done on a 
discount basis. One of the reasons for the discrepancy in 
these figures, I assume, is that it is becoming increasingly 
difficult to draw a line as to what is a discount house and 
what is a conventional retail business operation. In any 
event, the figures will serve to indicate that a very sub- 
stantial amount of business is being done by the discount 
houses. 

In the state of New York, there are 77 regular discount 
houses and about 30 other establishments having many 
of the basic characteristics of a discount house. Probably 
the largest and best-known discount house in the country 
is Polk City of Chicago. It is reputed to do an annual busi- 
ness of $30 million. Polk City provides many of the serv- 
ices which we generally consider as being connected with 
a conventional retail establishment. 

The types of merchandise which are sold by the ordi- 
nary discount house are, at present, somewhat limited to 
appliances, television sets, silverware, jewelry, sporting 
goods, cameras, and certain other items, including furni- 
ture. Discount houses cut prices on these particular items, 
and, while the ordinary department store carries many 
other items besides these which are handled by the dis- 
count houses, the discount price on these things makes the 
pricing policy of the entire store suspect. If a customer 
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is aware of the fact that he can buy a refrigerator much 
cheaper at a discount house, he is going to assume that 
the pricing structure in the department store is too high 
throughout the entire store, and not only in the appliance 
line. 

One of the oldest discount houses, L. and C. Mayer in 
New York, was founded in 1914 and that other discount 
houses have been in operation for many years. But a great 
change has occurred since World War II, and a still greater 
change has taken place since last year and is taking place 
at the present time. I have reference to the nature of the 
discount-house operation. The old-time discount house 
was one which catered to groups such as fraternal organ- 
izations, labor unions, or employees of a given establish- 
ment. These were the only customers, and they were ad- 
mitted to the discount house by membership card. Primar- 
ily. these houses operated in low-rent areas: they were 
dingy stores: and they did not give much in the way of 
service. The modern discount house, on the other hand. 
is moving downtown: it is on the street level: and the 
identification or membership card is now more or less 
of a fetish and has no real purpose. 

We know that there are all different kinds of discount 
houses—fancy ones and junky ones. We know that the 
discount houses do not give the same services as are ren- 
dered by the conventional retail establishment. We know 
that their sales service is distinctly inferior: but it is rapid- 
ly improving. We know that some of the discount houses 
carry very little in the way of inventory. Where do their 
customers examine the wares and the goods that they are 
about to purchase? They go to the conventional retail 
establishment to do their shopping, and then come back 
to the discount house to do their buying. The discount 
merchant is inclined to regard the warranty on an article 
purchased as a problem between the manufacturer and 
the consumer, not his problem. He does not want to be 
involved, generally speaking, in the service and warranty 
part of the purchase. He will ordinarily, if pressed, advise 
the customer that the manufacturer’s warranty is all that 
he is going to get. The discount house gives little credit. 
although there is a trend toward credit, and does not ordi- 
narily deliver the purchase. 

All discount houses, of course, have in common the 
factor of discount. I do not mean selling cheaper: I mean 
selling at a discount. The discount merchant can, for 
example, in the case of a fair-traded item, point to a maga- 
zine and say, “This is the price that you will have to pay 
downtown at a regular department store: I will give you 
20 per cent, or 30 per cent, or 40 per cent off that fair-trade 
price.” The customer knows that he is not getting just a 
bargain, he is getting a discount. 

These things give us some indication of why the dis- 
count merchant is doing rather well, and of why he is able 
to sell large quantities of merchandise. The markup of the 
average discount house has been estimated at 10 to 15 
per cent or less, whereas the average markup for an ordi- 
nary retail establishment, on comparable merchandise, on 
the other hand, it almost 40 per cent. That, I suppose, is the 
basic reason why people go to discount houses. 

Where do these discount houses get their merchandise? 
Why does the manufacturer or the distributor sell the 
goods to a discount house when he knows that he may be, 
in reality, doing a disservice to his regular outlets? In 
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a recent issue of Life it was suggested that retailers are 
actually selling merchandise to discount houses. A New 
York appliance dealer was questioned about this practice. 
This dealer had stated that he felt that the discount 
houses were endangering our national economy by en- 
couraging people to buy more than they needed. “When 
everyone gets stocked up.” he said, “suppose there is a 
little recession. The people will be in a good position to 
sit tight, and buy no appliances for a long time. Then 
what happens to business and what happens to labor?” He 
was then asked if he ever sold any of his excess mer- 
chandise to discounters. “Sure.” he said, “When I am 
overstocked.” Apparently, the discounters are getting a 
substantial amount of their inventory and goods for sale 
from the regular merchants who are overstocked and who 
turn to the discount house as a means of getting rid of 
their surplus at a very small margin of profit. 

The low overhead of the discount house is important, 
and is accomplished largely by virtue of the fact that the 
house does not give the services which are expensive to a 
regular retailer to furnish and which go into the price 
charged to the customer. The discount houses do not 
ordinarily give credit, do not deliver, and have a policy 
of no refunds, returns, or exchanges. It is quite under- 
standable that, with the lower overhead, their profit margin 
can be smaller. 

Another factor is this: It has been estimated, that in 
one rather substantial-sized discount house, three-fourths 
of the employees are engaged in selling, as compared with 
an average of only one-half in the case of the ordinary 
department store. 

Another factor leading to the growth and development 
of the discount houses is the rapid turnover of articles. One 
of my students went on an expedition to a discount house 
in Oregon and was quite impressed with what she saw. One 
thing that she reported, which interested me very much, 
was that the operator told this young lady that the one 
article in his store which had been there for a long time, 
and was the oldest item in stock, was a deep freeze which 
had been there for about three weeks. He was getting a 
little worried about it. 


Oddly enough, the fair-trade laws are a factor leading 
to the growth and development of the discount house. The 
purpose and effect of the fair-trade law is to bottle up 
competition at the retail level—to provide the’ .etai._ 3 
may not sell below a certain fixed price. It appears that the 
explosive pressure built up by this bottling-up process is 
breaking out in the form of the discount house. 

The first fair-trade law was adopted in California in 
1931: and it is interesting to note that there are many dis- 
count houses in California. Other states followed the lead 
of California, including Oregon, which adopted its fair- 
trade law in 1937. All other states now have fair-trade 
laws except Missouri, Texas, and Vermont. The District 
of Columbia also does not have such a law. 

The Oregon law provides, in effect, that it is legal for a 
distributor or producer to enter into a price contract with 
one retailer in the state to fix a minimum price with that one 
retailer for his brand-named product, and that all other 
retailers handling that product in the state will then be 
bound by that fair-trade price. Our statute then provides, 
after legalizing these price agreements, that willfully and 
knowingly advertising, offering for sale, or selling any 
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commodity at less than the price stipulated in any contract 
entered into, whether the person so advertising, offering 
for sale, or selling is or is not a party to such contract, is 
unfair competition and is actionable at the suit of any 
person damaged thereby. 

Now. what does that mean? It means that the manu- 
facturer, whose fair-trade price has been cut by a retailer. 
can go to court and enjoin that retailer from so cutting 
prices and can recover damages for the loss sustained. It 
means also that any other retailer who is damaged thereby 
can go to court and obtain the same relief—although I 
have never found a case prosecuted by another retailer: 
cases that have come to the attention of the courts have 
been those prosecuted by the manufacturer or distributor 
rather than by a competing retailer. 

The fair-trade laws have been passed upon by the United 
States Supreme Court in a case involving the Old Dearborn 
Distributing Co. against Seagram Distillers. In that case 
the United States Supreme Court ruled that fair-trade laws 
were constitutional. Thereafter. Congress passed the Mil- 
ler-Tydings Amendment to the Sherman Anti-trust Act. 
providing that interstate activities involving price fixing 
were not in violation of the Sherman Anti-trust Act. How- 
ever, the Miller Tydings Amendment was in effect over- 
ruled by another case involving the Schwegman Brothers 
against Calvert Corp., in which the Supreme Court in 1951 
ruled that the Miller-Tydings Amendment did not cover 
the situation involving nonsigners of these fair-trade agree- 
ments. Thereafter, in 1952, Congress passed the McGuire 
Act which plugged the loophole as far as the Miller-Tyd- 
ings Amendment was concerned, and made the fair-trade 
laws perfectly proper with reference to nonsigners as well 
as with signers. That is the status today as far as the na- 
tional legislation is concerned. 

The last case in the Oregon Supreme Court was de- 
cided November 29, 1954. The court had an opportunity 
here to determine, in the case of a sporting-goods store 
in Portland, whether our fair-trade law was proper and 
constitutional in reference to nonsigners in the light 
of the new McGuire Act. However, the Oregon Supreme 
Court sidestepped the constitutional question, and de- 
cided it on other grounds. So we will not know for a while 
what the status of the fair-trade law is with reference to our 
Oregon Supreme Court. 

Inferior courts in Oregon have also been handling cases 
involving fair-trade laws. We had one in Eugene. There 
was also one decided in Portland on April 28 of this year. 
in which a circuit judge in Multnomah County ruled that 
the Oregon fair-trade law is unconstitutional. That is the 
latest pronouncement. I cannot say, however, that the law 
is unconstitutional, because the pronouncement of the 
Multnomah County Circuit Court is not in agreement 
with the pronouncement of a circuit court in another 
county in this state. The ultimate decision will rest. of 
course, with our Supreme Court. 

I do not have the answer to the problem of the discount 
house. I wish I did. Let me make a few broad generaliza- 
tions, however. Maybe part of the problem lies in certain 
deficiencies in the retailing process itself. Possibly, our 
prices are too high, and our margins are too great. Pos- 
sibly. we are not giving the kind of service that we think 
distinguishes us from the discounter. Possibly, we are 
not giving the kind of credit tailored to our customer's 
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needs. We have transferred rapidly from a seller’s market 
to a buyer’s market; and it has been suggested by an 
authority on the subject, Fred Lazarus, president of the 
Federated Stores, that the retailer has forgotten how to 
sell and that he is going to have to learn how to sell. Mr. 
Lazarus gives, however, one of the few optimistic state- 
ments that I have run across in connection with the dis- 
count-house problem. He thinks that it can be licked. he 
thinks that there is an answer, and he thinks that proper 
selling is very much in the picture. 


Actually, in the East and in other parts of the country. 
too. retailers are fightine back: they are cutting prices. 
sometimes even below the prices of the discount houses. 

Briefly, I want to mention certain factors in the very 
nature of the American buyer. I notice that others speak 
of the American buyer in the feminine gender, so I shall 
do the same. She, the American buyer, is a peculiar per- 
son and so, [ would say, is her male counterpart. But. 
male and female alike, they are being reacted upon un- 
favorably by persistently rising high prices: they are re- 
belling: they are trying to do something about it: they 
are going to the discount house. We find that nowadays 
the average person has much more leisure time than he 
had in the past. What does that have to do with the growth 
of the discount house? Simply this—it takes time to shop 
at a discount house. A shopping trip to a discount house 
is three shopping trips, not one. You go to the discount 
house, you look around, and the proprietor very likely 
will say. “Go downtown to the Bon Marche and see what 
they have, try them out.” Two trips. You come back to 
the discount house and place your order. It takes time to 
do this: but the American male and female are willing to 
spend the time in order to save money. 

National advertising also has had something to do with 
the growth of the discount house. National advertising is 
so powerful that it sells people when they read a magazine 
and when they look at their TV set. They rely on the 
strength of the national advertiser who has, they think. 
a good product. They may be willing to depend on that 
and give up the warranty and the service of the local dealer. 

Something can be done by the manufacturer, or the 
distributor, in connection with this problem; it is partly 
his problem, and maybe it is up to the retailer to get after 
the manufacturer and the distributor. I can certainly see 
how disturbing it would be to me, if I were a small re- 
tailer, to pick up the paper and see that someone is adver- 
tising an article for sale for less than I paid for it. Maybe 
the retailers ought to take this story back to the distributor 
and to the manufacturer. 

In conclusion, I would like to quote from the 
Harvard Business Review: “The discount house is not a 
passing fad. The discount house as we know it may change, 
or lose its importance, or even disappear; but the market- 
ing pattern that it represents is probably here to stay. 
The factors on which it is based are fundamental. It has 
its roots in the spirit and in the condition of the times.” 
This is certainly the impression I have gathered from my 
own studies. 

Possibly some of you may sympathize with the New 
Orleans appliance dealer who, as reported in Life, after 
complaining loudly about discount houses, remarked, “Of 
course, if it looks like the customer is going to get away. 
I offer a discount, too.” 
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CURRENT BUSINESS TRENDS IN OREGON 


Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours 
of industrial production workers. These figures apply only to person- 
nel engaged in direct manufacturing activities; sales, office, and gen- 
eral administrative employees are excluded. The index for Oregon is 
derived by the Bureau of Business Research from data supplied by 
the Oregon Unemployment Compensation Commission. The most 
recent reading covers the month of May 1955. (No adjustment for 
seasonal variation has been made. 1951 = 100.) 

1954 1955 1954 1955 
Jan. 78.0 84.9 July 76.2 
Feb. 79.1 85.0 Aug. 88.5 
Mar. 82.8 84.4 Sept. 99.5 
Apr. 86.8 85.3 Oct. 99.1 
May 90.4 92.7 Nov. 95.4 
June 92.2 Dec. 90.4 


Lumber. The production of Douglas-fir lumber in the Pacific 
Northwest during June 1955 was substantially above the level of a 
year ago, but approximately the same as last month. Figures on the 
position of the industry are prepared by the West Coast Lumber- 
men’s Association, the most recent of which follow (all figures in 
thousands of feet, board measure) : 

Vay 1955 
189,805 
187,753 
855,230 
961,078 


June 1955 
188,568 
199,844 
831.915 
886.458 


June 1954 
163,920 
200,921 
899.182 
846.051 


Average weekly production 
Average weekly orders 

Unfilled orders, end of month 
Lumber inventory, end of month 


Employment. The number of nonagricultural workers employed 
in Oregon increased 3.2 per cent (14,700) between mid-May and 
mid-June 1955. The largest gain was in lumber and wood products 
(6,600), with a considerable increase (3,600) in food and kindred 
products. The only decrease of any significance (800) was in the field 


of government workers. The overall increase between mid-June 1954 
and mid-June 1955 was 2.7 per cent, with the greatest increase in 
lumber and wood products. More detailed information supplied by 
the Oregon State Unemployment Compensation Commission fol- 
lows: 


June 1955 
89.700 
18,000 
43,000 


Vay 1955 
23.100 
14,400 
11.300 


June 1954 
81,000 
18,000 
$1,500 


Lumber & wood products 
Food & kindred products 
Other manufacturing 

150,700 138.800 140,500 
24,300 23,900 
79,300 18.5 78,400 
73,600 71,500 
147,000 144,400 148,000 


Total manufacturing 


Contract construction 
Retail trade 
Government 

Other nonmanufacturing 


321,800 
162.300 


324,200 
174,900 


321,400 
160.200 


Total nonmanufacturing employment 


Total nonagricultural employment 


Business Failures. Dun and Bradstreet’s series showing com- 
mercial failures is frequntly considered an indicator of business 
health. Figures for Oregon are given below: 

1954 1955 
Liabilities Liabilities 
$160,000 
76,000 
157,000 
259,000 
368,000 


Number 


$ 249,000 8 
986 ,000 2 
.332,000 8 
168,000 13 
652,000 14 
316,000 ll 
392,000 
25,000 
113,000 
105,000 
38.000 
245,000 


Vumber 


Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
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BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit ace ounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds or the purchase of certain 
tvpes of capital assets that do not constitute “‘business activity.”’ The Bureau of Business Research collects bank debits from 149 banks and branches monthly. 


Marketing Districts 


Oregon 


Portland (Portland, Hillsboro, Oregon City, etc.) 
Lower Willamette Valley (Salem, McMinnville, etc.) 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 
North Oregon Coast (Astoria, Tillamook, etc.) 
Douglas, Coos Bay 

Southern Oregon (Ashland, Medford, Grants Pass) 
Upper Columbia River (The Dalles, Hood River, etc.) 
Pendleton area 

Central Oregon (Bend, Prineville, Redmond) 
Klamath Falls, Lakeview area 

Baker, La Grande area 

Burns, Ontario, Nyssa 


Number of 
Banks 
Reporting 


June 1955 
Compared with 
Way 1955 June 1954 


Debits 
June 1955 


Debits 
Vay 1455 


Debits 
June 1954 


122 $1.454,110,480 354,926,660  $1,256,923,742 +15.7 


33 
15 
18 


920 528,203 
99,022,530 
150,207 385 
27,915,986 
53,307 655 
57,743,095 
26,469,894 
23,209,029 
26,184,817 
29,181,516 
23,440,187 
16,900,183 


BUILDING PERMITS 


858,992,792 
93,974,312 

141,163,356 
22.643.044 
16,910,462 
53,169,208 
26,191,841 
21,283,841 
24,340,326 
28,635,761 
21,856,547 
15,765,170 


780,062,106 
95,262,890 
128,529,364 
24,102,942 
15,136,423 
53,594,670 
25,445,968 
21,626,110 
21,664,693 
26,962,937 
20,797 526 
13,738,113 


t+t+++4++ 4 
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Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken in interpreting these data to allow 
for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


Albany 


New 
Residential 
June 1955 


New Non- 
residential 
June 1955 


Additions, 


Alterations 


& Repairs 
June 1955 


Totals 


June 1955 


Totals 
Vay 1955 


Totals 
June 1954 


$ 104,000 $ 3,700 . 8,700 $ 116,400 $ 193.100 $ 155,900 
25,535 25,535 60,216 40,812 
8,250 282 587 48,842 51,860 
32,985 1,220,452 110,803 164,101 
2,200 36,800 149,775 124,692 
21,575 252,725 191,250 330,740 
79,159 537 ,959 291.262 769,246 
7,450 76,950 43.700 72,222 
15,950 225,260 244,645 141,620 
30,820 171,620 214,511 241,168 
23,373 793,443 218,910 $38,783 
6,100 81,800 15,450 57,300 
6,575 98,501 97 650 63,740 
7,090 20,090 34.345 113,685 
119,811 238,811 225,780 132,830 
1,191,555 3,966,735 .914.755 ,634,435 
50,350 149,850 92,845 $51,510 
33,388 413,588 383,751 3,175,132 
15,675 489,175 263,668 692,890 
5,000 94,874 102,950 87,714 
116,555 679,777 761,067 429,954 


$8,659,275 $12,370,334 


Astoria 

Baker 

Bend 

Coos Bay 
Corvallis 
Eugene 
Forest Grove 
Grants Pass 
Klamath Falls 
Medford 
Milton-Freewater 
North Bend 
Oregon City 
Pendleton. 
Portland 
Roseburg 
Salem e 
Springfield 
The Dalles 


19 other communities 


38,632 
47,300 
29,000 
82,500 
142,800 
37 500 
57,560 
128,200 
215,700 
12,800 
75,276 
13,000 
33,000 
.608,865 
87,000 
189,500 
82,500 
10,874 
445,700 


235,705 
.140,167 
5,600 
148,650 
316,000 
32,000 
151,750 
12,600 
554,370 
62,900 
16,650 


86,000 
,166,315 
12,500 
190,700 
391,000 
19,000 
117,522 


$4,693,129 


Totals__..... $3,471,707 $1 808,096 $9,972,932 
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